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BALANCED BUDGET RECONCILIATION/Highway Demonstration Projects

SUBJECT: Balanced Budget Reconciliation Act of 1995 . . . S. 1357. Byrd/Ford amendment No. 2972.
ACTION: AMENDMENT REJECTED, 46-53
SYNOPSIS: As reported, S. 1357, the Balanced Budget Reconciliation Act of 1995, will result in a balanced budget in se

years, as scored by the Congressional Budget Office (CBO). The bill will also provide a $245 billion middle-cla
tax cut, $141.4 billion of which will be to provide a $500 per child tax credit.

The Byrd/Ford amendmentwould strike the bill's rescission of $712 million for highway demonstration projects funded in the
Intermodal Surface Transportation Efficiency Act (ISTEA) and in earlier appropriations acts. As an offset, it would phese out c
4 years the tax deduction presently allowed for the interest paid on company-owned life insurance policies (the bill wiit phase
this deduction over 5 years).

Those favoringthe amendment contended:

The road to prosperity will not be reached by refusing to build roads. Most Federal Government spending involves simple tra
payments. Money is taken from taxpayers and is redistributed to other Americans who spend it on products and services tha
use. It is not spent to create new production. Money spent by the Government building roads definitely boosts produttion, thc
Wherever new roads are built new industries and jobs follow. A prerequisite to a thriving economy is a sound transporta
infrastructure. Given these facts, we find it unfortunate that this bill will rescind $712 million in funds appropriatiechigtbuays
in 48 States of the Union. We have therefore proposed this amendment, to restore all $712 million. To offset this coshyibetame
would accelerate the phasing out of a tax deduction that both the Senate and the House have decided to eliminate. The Ser
will eliminate the tax deduction in 5 years; the House will eliminate it in 4 years. By going along with the House's prayis#on,
savings will be achieved to pay for these highway projects, most of which are already underway. If the Byrd amendmedt is reje
48 States are going to have to pick up the extra costs to complete these highways. We think this result is unfair and urgeise. W

(See other side)
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our colleagues to cast their votes for America's future by voting in favor of the Byrd amendment.
Those opposinghe amendment contended:

We appreciate our colleagues' ardor for their amendment, but unlike they, we do not equate a vote in favor of the Byrd amendmen
as a vote in favor of America's future. Instead, we respectfully suggest that a vote in favor of the amendment is aatote to tre
businesses unfairly and States unequally. Businesses that use the current deduction for the interest paid on company-owned life
insurance policies adopted those policies based at least partially on the existence of this tax deduction. Eliminatietjdhe dedu
unquestionably will harm many businesses. To lessen the impact, we should gradually eliminate the deduction, which will give
businesses time to adjust. Without going into tremendous detail due to time constraints, the appropriate length of thequitakse-ou
was subject to a great deal of negotiation in the Finance Committee. After considering the issue, the Finance Committieat decided
a 5-year phase-out period was appropriate. The Byrd amendment would use the additional tax collections from a 4-year phase-out
period to pay for restoring the proposed rescissions of highway demonstration projects. Even with a totally acceptabtaufgeding
we would oppose this restoration. So-called highway demonstration projects do not provide funding for transportationcheeds base
on merit; instead, they are earmarked projects that are made by Congress. Typically, projects are in the States of pdeesful Mem
of Congress, which has led many observers to comment that all demonstration projects demonstrate is who in Congress is powerful
enough to demand scarce transportation dollars. We oppose highway demonstration projects, preferring instead to distribute
transportation funds by merit-based formulas. We also oppose accelerating the phasing out of the interest deduction on
company-owned life insurance policies. Accordingly, we urge the rejection of the Byrd amendment.



